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Advice 3524-E
(Pacific Gas and Electric Company ID U 39 E)

Public Utilities Commission of the State of California

Subject: Annual Reasonableness Review of Pacific Gas and Electric
Company’s Schedule E-31 Contracts — Compliance Advice
Letter Pursuant to Electric Schedule E-31 and D.09-06-025, and
Confidential Attachments Submitted Pursuant to PUC Section
583

Purpose

Pacific Gas and Electric Company (PG&E) hereby submits this Tier 3 advice letter
in accordance with Electric Schedule E-31 and Decision (D.) 09-06-025, Decision
Adopting a Settlement Resolving Modesto Irrigation District’'s Complaint Against
Pacific Gas & Electric Company (PG&E), Regarding Tariff Schedule E-31.

The purpose of this filing is to comply with (a) PG&E’s obligations under Schedule
E-31, which calls for an annual reasonableness review of PG&E’s E-31 contracts,
and (b) D.09-06-025, consistent with the terms of the Settlement Agreement
(Agreement) that the California Public Utilities Commission (Commission) therein
approved.

In this advice letter, PG&E also describes certain additional actions that it will take
to ensure full compliance with the Distribution Bypass Deferral Rate Memo
Account (DBDRMA), Preliminary Statement Part CK.

Annual Reasonableness Review

In D.09-06-025, the Commission adopted the Agreement between Modesto
Irrigation District (MID) and PG&E resolving MID’s complaint that PG&E
improperly provided service to customers under Schedule E-31.

Ordering Paragraphs (OP) 2, 4, 5 and 6 of D.09-06-025 state:
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2. Pacific Gas and Electric Company shall file annual advice letter
reasonableness reviews, with accompanying documentation, as provided
for in Article IV of the settlement agreement.”

4. Pacific Gas and Electric Company shall submit its first reasonableness
review advice letter within 90 days of the effective date of this decision.

5. The first reasonableness review shall include a rate review, but not a
procedural review because all existing procedural review issues have been
resolved in the settlement agreement.

6. Subsequent reasonableness reviews will include both a rate review and a
procedural review of any new Schedule E-31 contracts, and only a rate
review of contracts in existence after the previous review.

By this advice letter, PG&E submits its “first reasonableness review advice letter”
in accordance with OPs 4 and 5 of D.09-06-025.

Section 4.4(e) of the Agreement provides that PG&E may file the data required to
comply with the first annual reasonableness review under seal if it is confidential or
proprietary. Because the data that the Agreement requires (as specified in
Sections 4.4 (a), 4.4 (b), 4.4 (c) and 4.4 (d)) is customer-specific, the information is
confidential and PG&E intends to file it under seal in accordance with Section 583
of the California Public Utilities Code. PG&E submits these confidential
documents as Attachments A, B, C and D to this advice letter. As specified in the
Agreement, PG&E will also provide the documents specified under Sections 4.4
(a), 4.4 (b) and 4.4 (c) to MID separately.

With respect to the rate review required by Section 4.4 (d) of the Agreement,
PG&E has conducted its review and found that the revenues it received from
customers taking service under Schedule E-31 for the period beginning 2004 and
extending through 2008 exceeded the contract floor price, as required by tariff,
and herein submits that they were reasonable. As discussed above, information
necessary for the Commission to conduct its reasonableness analysis is provided
herein under seal in confidential Attachment D to the advice letter. Consistent with
Section 4.4 (d) of the Settlement Agreement, PG&E shall not provide confidential
Attachment D to MID.

' The Commission should review the reasonableness of PG&E’s E-31 contracts on an annual basis, and
propose the Energy Division review and confirm both (a) the accuracy of PG&E’s calculations and the
attendant E-31 rates on which its E-31 contracts are based, including, without limitation, compliance with the
marginal cost floor price as required by sections 7 and 8 of the Agreement for Customers Taking Service on
Schedule E-31, Form No. 79-995 (“Rate Review”), and (b) PG&E’s compliance with the procedures set forth
for Customers Taking Service on Schedule E-31, Form No. 79-995 and this Agreement (“Procedural Review).
Accordingly, PG&E shall submit an advice letter to the Commission each year, requesting the full
Commission’s approval by resolution. (Article 4.1, § 4.1, Settlement Agreement)
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Distribution Bypass Deferral Rate Memorandum Account

For situations where Schedule E-31 is used to retain customers, the difference
between the full tariff revenue and the revenue that PG&E receives pursuant to
Schedule E-31 is recorded as a debit in DBDRMA. For situations where Schedule
E-31 is used to attract customers, the amount of revenue received under Schedule
E-31 minus the marginal cost of serving the attracted customers is recorded as a
credit in the DBDRMA.

Subject to a determination that the contracts are reasonable, the balance in the
DBDRMA is subject to disposition by the Commission, provided however, that the
balance is recovered from customers with loads greater than 20 kW. Accordingly,
once the contract revenue has been deemed reasonable by the Commission,
PG&E will make adjustments to its revenue allocation and rate design in the first
subsequent Annual Electric True-Up to ensure that only customers greater than 20
kW are responsible for these amounts.

Specifically, in order to properly allocate the balance to be recovered, PG&E will
exclude the balance in the DBDRMA from the allocation of revenue, allocate the
remaining revenue under the applicable requirements for revenue allocation and
rate design in effect at the time, and then directly assign the balance in the
DBDRMA to all customers except those customers served under residential
schedules and Schedules A-1, A-6 and A-15. ? The balance in the DBDRMA was
$1.8 million as of the end of 2008.

Protests

Anyone wishing to protest this filing may do so by letter sent via U.S. mail, by
facsimile or electronically, any of which must be received no later than October 6,
2009, which is 20 days after the date of this filing. Protests should be mailed to:

CPUC Energy Division

Tariff Files, Room 4005

DMS Branch

505 Van Ness Avenue

San Francisco, California 94102

Facsimile: (415) 703-2200
E-mail: jnj@cpuc.ca.gov and mas@cpuc.ca.gov

% Section 454.1 states that reallocation of revenue differences resulting from discounting shall not
be imposed on residential customers or on commercial customers less than 20 kW. Since
eligibility for PG&E'’s rates is not defined at 20 kW, this set of schedules is being used to implement
this provision of Section 454.1.
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Copies of protests also should be mailed to the attention of the Director, Energy
Division, Room 4004, at the address shown above.

The protest also should be sent via U.S. mail (and by facsimile and electronically,
if possible) to PG&E at the address shown below on the same date it is mailed or
delivered to the Commission:

Brian K. Cherry

Vice President, Regulatory Relations
Pacific Gas and Electric Company
77 Beale Street, Mail Code B10C
P.O. Box 770000

San Francisco, California 94177

Facsimile: (415) 973-7226
E-mail: PGETariffs@pge.com

Effective Date

PG&E requests that this advice filing become effective upon approval by the
Commission. This advice letter is submitted as a Tier 3 filing.

Notice

In accordance with General Order 96-B, Section IV, a copy of this advice letter is
being sent electronically and via U.S. mail to parties shown on the attached list.
Address changes to the General Order 96-B service list should be directed to San
Heng at (415) 973-2640. Send all electronic approvals to PGETariffs@pge.com.
Advice letter filings can also be accessed electronically at:
http://www.pge.com/tariffs

%/%7%

Vice President, Regulatory Relations

Attachments: Attachments A-D

CC: Service List, C.07-08-027
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